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Pace Student
Vol. IX

New York, December, 1923

The Spirit of Christmas
THE spirit of Christmas—the spirit which leads to the
giving of gifts, to the home-coming of dear ones, to
the reminiscent mood as we sit by the hearth after
the joyful confusion has subsided and watch the

embers slowly fade away—how the mighty surge of this spirit
comes over us as Christmas time draws near!

For the spirit of Christmas is the spirit of loving service, of
joyful self-giving, of the denial of that which is sordid and selfish.
With this spirit in our hearts we become charitable, sympathetic,
helpful, forgiving. With it, as a continuing companion throughout
the year, we find and emphasize the good about us, we inhibit the
waste of selfish practices. The continuing spirit of Christmas
purifies, ennobles, and, for all time, lifts us to new summits, to
a better understanding of the verities of right living.
We of the staff, men and women, wish for each of you, friends
of ours and readers of THE PACE STUDENT, an overflowing
abundance of the Christmas spirit — of the will to give of self
and substance that will set aright this old world of ours, weary
with burdens born of strife. A joyful Christmas, a happy and
productive New Year, to you all!
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The Federal Reserve System
By Harold W. Osterhout, Head of Auditing Department, The National City Bank of
New York, Member of Accounting Faculty, Pace Institute, New York

OME mention of the Federal Reserve System
appears daily in the newspapers, financial
magazines, and even fiction magazines. A
great majority of these articles are more or less
technical in their nature and usually deal with
some specific function of the Federal Reserve
Bank. To the layman these articles are not
always intelligible; in fact, the average man has
too little cognizance of the real purpose of the
Federal Reserve System. A brief explanation of
why it was organized, how it operates, and the
meaning to be gathered from the consolidated
statement of condition published weekly, is pre
sented for his benefit.

S

Reserve System Under the National Bank Act
Prior to the organization of the Federal Reserve
System, the National Bank Act alone was depended
upon for the financial stability of the country.
This can be better understood if we trace the
relationship of the small country bank to its large
city correspondent as it functioned under the
National Bank Act.
A bank is started in the same way that the
ordinary business corporation is started, by a
contribution in the form of capital stock and,
usually, paid-in surplus. This investment fund,
plus an amount equal to deposit liabilities, repre
sents the money that the bank has available to
loan to its customers, less the amount necessary
to meet its “till demands” and to protect it from
any unusual demand for cash. All of its funds
are supposedly so invested (aside from banking
house and equipment) that it can realize on its
assets in cash within a reasonably short time.
To insure that such a bank would at all times be
able to meet unusual demands, it was required
under the National Bank Act, to hold out of its
liquid assets fifteen per cent. of deposits received
from customers. This fund was known as lawful
reserve; six per cent. was required to be held in
cash, and the remaining nine per cent. was per
mitted to be on deposit with a Reserve City Bank.
This reserve deposit was usually interest bearing
and competition among the Reserve City Banks
led them to offer the country banks opportunities
of extra earnings in the way of collections, ex
changes, etc.
The Reserve City Banks in turn were required
to maintain cash reserves to the equivalent of
twenty-five per cent. of their customers’ deposits,
half of which was held in their vaults. The other
half they were permitted to deposit in Central
Reserve City Banks in New York, Chicago, and
St. Louis.

The tendency to centralize, in this way, the
financial strength of the country in the three
Central Reserve Cities was the source of much
discussion. These banks, after setting aside in
their vaults a required cash reserve of twenty-five
per cent. of customers’ deposits, placed the re
mainder of their available funds where they would
produce the most income, usually in stock and
commodity exchange loans. Other parts of the
country, when in need of funds, were forced to
bid against the high speculative rates prevailing.
Thus the flow of money to the west to meet
agricultural needs, and to the south in the cotton
planting season was greatly retarded. The money
panics of 1893, 1903, and 1907 were the direct
result of this condition. During those periods of
general business revival more funds were required
in the remote districts. Country banks appealed
to the Reserve City Banks, and they attempted
to borrow from the Central Reserve City Banks.
These institutions had, however, disposed of their
available funds and the twenty-five per cent.
reserves were not sufficient to meet the sudden
demands.

Organization of the Federal Reserve System
A method was sought which would provide a
centralized control of the Central Reserve City
Banks so that money could be transferred readily
to the point of greatest need, as well as one which
would provide a more equitable territorial distri
bution of banking facilities. This was attained
when the Federal Reserve System was created by
the passage of the Federal Reserve Act in
December, 1913. The weaknesses which had
become apparent, after fifty years of operation
under the National Bank Act, were practically
eliminated, and there was provided a control of
credit through re-discounting and note issue,
which, during the great war, met greater demands
than had ever been experienced in this country.

Working Organization of the Federal
Reserve Banks

The Federal Reserve System is composed of
twelve co-ordinating banks, which are distributed
throughout the United States “with due regard to
the convenience and customary course of
business” in Boston, New York, Philadelphia,
Cleveland, Richmond, Atlanta, Chicago, St. Louis,
Minneapolis, Kansas City, Dallas, and San
Francisco. All National Banks are required to
become members of the Federal Reserve System,
and State Banks are permitted to become member
banks provided they meet the same requirements
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as the National Banks. This includes subscription
to the capital stock of the Federal Reserve Bank
in their district, equaling six per cent. of the
member bank’s capital stock and surplus. Three
per cent. must be paid in at once, and the remainder
is subject to call.
Each Federal Reserve Bank is controlled by a
board of nine directors, three of whom are bankers,
elected by the member banks; three of whom are
business men, also elected by the member banks;
and the remaining three appointees of the Federal
Reserve Board at Washington, D. C. One of the
last is made chairman of the Board of Directors
and “Federal Reserve Agent.” The Federal
Reserve Agent must be a man of tested banking
experience. He represents in his bank the Federal
Reserve Board at Washington to whom he must
report.
The Federal Reserve Board at Washington is
composed of eight members, six of whom are
appointed by the President and confirmed by the
Senate. The Secretary of the Treasury and the
Comptroller of the Currency complete the Board.
This Board supervises and controls the operations
of the Federal Reserve Banks.
Banks that are members of the Federal Reserve
System are required to deposit reserves based on
customers’ deposits with the Federal Reserve
Banks as they did formerly with the Reserve City
Banks. The amounts of these reserves have been
reduced in the case of country banks from fifteen
per cent. to seven per cent. for demand deposits,
and three per cent. for time deposits; from twentyfive per cent. to ten and three per cent. in the case
of the Reserve City Banks; and from twenty-five
per cent. to thirteen and three per cent. in the case
of the Central Reserve City Banks. The Federal
Reserve Banks, in turn, are required to maintain
reserves in gold or lawful currency equaling
thirty-five per cent. of their deposits. They are
also required to reserve in gold forty per cent. of
the amount of Federal Reserve notes in actual
circulation.

Federal Reserve Notes
Federal Reserve notes are issued to supplant
the old National Bank notes, which are being
gradually retired. The old National Bank notes
were issued against deposits of government bonds
having the circulation privilege. The weakness
of this system of note issue had manifested itself
in several money panics, and was due to the
inelasticity of the bond secured notes. When the
demand for currency was greatest the supply was
smallest and vice versa; this was due to the
fluctuation in the price of bonds and the percentage
of profit that could be derived through the issue
of bank notes as compared with investments of
other kinds. In a period of business activity the
price of bonds rose, and, the demand for money
being greater, it was more profitable to loan funds
than to pay the high price for bonds and issue
notes. This caused a contraction in currency at a
time when there was the greatest need for it.

This condition was remedied by the Federal
Reserve Act, which created a system of note issue
based on commercial paper and gold. That is, a
member bank, when rediscounting its paper, could
either take Federal Reserve Notes or a credit
entry to its reserve account. The Federal Reserve
Bank must, therefore, pledge forty per cent. gold
and sixty per cent. paper with its Federal Reserve
Agent against all notes it receives for issue. This
affords a currency which expands and contracts
in harmony with business conditions.
In addition to Federal Reserve notes, there were
also authorized Federal Reserve Bank notes issued
in the same manner as National Bank notes against
United States bonds. These bank notes were of
little importance until the passage of the Pittman
Act during the World War. This Act provided
for the sales of silver held by the United States
Government to Great Britain at a fixed price, and
further authorized the purchase of silver from the
producers in this country until the amount sold
was gradually replaced. When the act was passed,
silver certificates and silver dollars were withdrawn
from circulation, and Federal Reserve Bank notes
were issued in their place. When the silver was
again replaced, these bank notes were retired, and
the silver dollars and certificates again issued.
The actual notes and bank notes are printed by
authority of the Secretary of the Treasury, and
bear the distinctive numbers of the several Federal
Reserve Banks through which they are issued.
When the notes are prepared, they are deposited
with the United States Treasury or its agent nearest
the place of business of each Federal Reserve Bank,
and are held for the use of such bank, subject to
the order of the Comptroller of the Currency.
The Gold Settlement Fund

Drafts and checks on out-of-town points turned
over to the Federal Reserve Banks for collection
and credit by member banks are transferred to
other Federal Reserve Banks, and the settlement
is made without transfer of funds. This is ac
complished by each maintaining with the Treasurer
of the United States a “Gold Settlement Fund.”
At the close of the business day each Federal
Reserve Bank wires to Washington its net debit
or credit against the other Banks, and correspond
ing entries are passed adjusting the credit balance
of each Federal Reserve Bank. In this way billions
of dollars are transferred yearly without a single
dollar of actual gold leaving the vaults at Washing
ton. The only requirement is that there shall be
a minimum of $1,000,000. or sufficient gold on
deposit in Washington to meet each bank’s debit
balance.
Rediscounting Commercial Paper
One of the chief advantages to member banks
under the Federal Reserve System is the redis
counting privilege whereby eligible commercial
paper, which has been discounted for customers,
may be endorsed and rediscounted with the
Federal Reserve Bank. This provides extra funds
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for the member banks (either by increasing the
Lawful Reserve Account or by delivery of cur
rency), which can be used in credit expansion.
Each Federal Reserve Bank, in turn, may redis
count this commercial paper with other District
Banks. Recently a money shortage was experienced
by the Federal Reserve Bank at Atlanta, Georgia.
The Atlanta Bank was enabled, through the Federal
Reserve Board at Washington, to send for redis
count to the Boston Federal Reserve Bank enough
commercial paper to increase its Gold Settlement
Fund to the extent of its temporary shortage.
It will thus be seen that the inelasticity of credit
under the National Bank Act has been eliminated.
The Meaning of the Weekly Statement

The following is a copy of the weekly Consoli
dated Statement of the twelve Federal Reserve
Banks for the week ending October 10, 1923. A
brief explanation of the classifications of assets
and liabilities will be of interest.
Resources:
Gold and Gold Certificates .... $ 364,693,000
Gold. Settlement Fund Federal.
Reserve Board.........................
623,054,000
Total Gold Held by Banks
987,747,000
Gold with Federal Reserve
Agents....................................... 2,074,372,000
Gold Redemption Fund.............
60,275,000
Total Gold Reserve........... 3,122,394,000
Reserves Other Than Gold. . ..
71,529,000
Total Reserves................................................ 3,193,923,000
Non-reserve Cash...................................................
68,932,000
Bills Discounted—Secured by
United States Government
Obligations...............................
406,269,000
Other Bills Discounted..............
462,748,000
Bills Bought in Open Market.
182,407,000
Total Bills on Hand........... 1,051,424,000
U.S. Bonds and Notes .............
86,808.000
U.S. Certificates of Indebted
ness...............................................
5,075,000
Municipal Warrants.....................
317,000
Total Earning Assets.................................... 1,143,624,000
Bank Premises.........................................................
55,202,000
5% Redemption Fund Against Federal Re
serve Bank Notes...............................................
28,000
Uncollected Items...................................................
646,278,000
All Other Resources..............................................
13,470,000
Total Resources
$5,121,457,000

Liabilities:
Capital Paid In............................ ....................... $109,676,000
218,369,000
Surplus........................................... .......................
Deposits :
20,151,000
Government.............................
Member Banks’ Reserve Ac
count .......................................... 1,863,850,000
21,754,000
Other Deposits............................
Total Deposits..................... ....................... 1,905,755,000

Federal Reserve Notes in Actual Circulation.. 2,288,580,000
Federal Reserve Bank Notes in Circulation—
Net Liabilities......................................................
480,000
Deferred Availability Items.................................
576,277,000
All Other Liabilities................................................
22,320,000
Total Liabilities............................................... $5,121,457,000

Ratio of Total Reserves to Deposit and Fed
eral Reserve Note Liabilities Combined ....

76.1%

December

Resources
Total Gold Reserve: This represents thirtyfive per cent. of member bank deposits, together
with the forty per cent. of Federal Reserve Notes
in actual circulation, which is required to be held
in gold by the Federal Reserve Agent. In other
words, the District Banks must have in their
vaults, or on deposit with the Treasurer of the
United States, gold equivalent to thirty-five per
cent. of their total deposits, and they must have,
under the immediate control of the Federal
Reserve Agent (chairman of the Board of each
Federal Reserve Bank), gold equivalent to forty
per cent. of their outstanding circulating notes.
The Gold Redemption Fund, also included in this
caption, refers to deposits of gold coin held by the
Treasurer of the United States for the redemption
in gold on demand of the Federal Reserve Notes.
This sum is equivalent to not less than five per
cent. of the total amount of gold or gold certificates
held by the Federal Reserve Agents.
Reserves Other Than Gold refer to the sixty per
cent. commercial paper which, together with the
forty per cent. in gold, make up reserve equivalent
to one hundred per cent. of the total Federal Reserve
Notes in circulation.
Non-reserve Cash includes all kinds of money
held by the Federal Reserve Banks aside from gold
coin and gold certificates. It is appreciated that
when these Banks were started, the various
member banks subscribed in cash to the capital
stock. The fund thus acquired, plus subsequent
earnings, is represented in the total resources.
Bills Discounted comprises promissory notes
discounted with the Federal Reserve Banks by
member banks. These member bank promissory
notes are secured either by United States Govern
ment obligations, such as Liberty Bonds, Certifi
cates of Indebtedness, etc., or prime commercial
paper.
Bills Bought in Open Market: Funds not
used for other purposes may be invested by
the Federal Reserve Banks. This is one of the
few instances in which these Banks come into
contact with the outside public, and is an indication
of the power of the Federal Reserve Board to
control discount rates. It is readily apparent
that, in the period of over-inflation of credit, the
Federal Reserve Board could raise its discount
rate to a point where it would be unprofitable
for member banks to discount paper for customers.
Customers would, in turn, be prohibited from
selling such paper in the open market, as the
District Banks would immediately flood the market
with commercial paper previously held in their
vaults. The tendency would be to increase the
value of money, as the demand, created by the
excess of commercial paper, would more than
offset the supply of available money.
United States Bonds and Notes: The other
items making up the Total Earning Assets merely
represent Government securities owned by the
Federal Reserve Banks and are of the same nature
as the Non-reserve Cash.
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Bank Premises represent actual investment by
the several Banks in building and equipment.
Five Per Cent. Redemption Fund Against
Federal Reserve Bank Notes is slightly different
from the gold redemption fund referred to above.
The gold redemption fund is a part of the forty
per cent. gold reserve against Federal Reserve
circulating notes, while the five per cent. fund
refers only to Federal Reserve Bank Notes issued
in lieu of the old National Bank Notes, which are
to be retired by 1935.
Uncollected Items really represent a deduction
from gross deposits. Each member bank has a
lawful reserve account and a collection account
with its Federal Reserve Bank. The total deposit
is credited to the member bank’s lawful reserve
account, but the checks, drafts, etc., on out-oftown points not immediately available are debited
to the collection account, and are an offset until
they are paid.
All Other Resources represent the net balance
of a variety of miscellaneous accounts, such as
profit and loss account, expense account, and
depreciation.
Liabilities

Capital Paid In: As previously stated, each
member bank is required to subscribe an amount
equal to six per cent. of its capital stock and
surplus in the capital stock of the Federal Reserve
Bank. So far only three per cent. has been re
quired to be paid in cash.
Surplus: The gross revenue of the District
Banks is chiefly received from bills and acceptances
discounted. From this is deducted the six per
cent. accumulated dividend on the paid-in capital
stock held by member banks, together with
ordinary operating expenses. From the resultant
net earnings figure, the Federal Reserve Banks are
permitted to accumulate, as surplus, a fund equiva
lent to one hundred per cent. of the subscribed
capital, after which they may add to their surplus
only ten per cent. of the net earnings each year,
the balance being turned over to the Government
as a franchise tax.
Deposits—Government: The Secretary of
the Treasury is authorized to use the Federal
Reserve Banks as depositories for public funds,
with the exception of the redemption funds for
National Bank Notes and for Federal Reserve
Notes.
Deposits—Member Banks’ Reserve Account:
These are the gross deposits by member banks
previously referred to. After the deduction of
uncollected items they must represent the required
proportion of the member banks’ demand deposits.
This is determined from weekly statements sub
mitted by each member bank.
Other Deposits represent deposit credits of
non-member banks in the United States and
abroad.
Federal Reserve Notes in Actual Circulation:
This represents Federal Reserve Notes issued to
the several Federal Reserve Institutions and
outstanding. It does not include the amount in

the vaults of the Federal Reserve Banks. These
Federal Reserve Notes are secured by gold and
commercial paper eligible for discount. At the
present time the greater part of this security is
made up of gold.
Federal Reserve Bank Notes in Circulation—
Net Liabilities: The net liability consists of
Federal Reserve Bank Notes outstanding, from
which the cash deposited with the Treasurer of
the United States for their retirement is deducted.
These bank notes are issued against Government
Bonds in precisely the same manner as National
Bank Notes, but are of minor importance.
Deferred Availability Items: These repre
sent items in process of collection, the proceeds
of which are not as yet available to the member
banks as reserve. This account is the “contra” of
the asset “Uncollected Items.”
All Other Liabilities: This item represents
the net credit balance on a number of miscel
laneous accounts, such as profit and loss account,
gross earnings, etc.
The Ratio of Total Reserves to Deposit and
Federal Reserve Note Liabilities Combined is
the keynote to the strength of the Federal Reserve
System. Approximately seventy-five per cent. of
the total liability to member banks is held in
actual gold.
The foregoing has of necessity been discussed in
general terms. It is easily apparent, however,
that the benefits of being a member of the Federal
Reserve System are many. The ability to redis
count paper, to obtain currency immediately, and
the use of the clearing functions offer the most
benefits. As stated previously, all National Banks
must be members of the system, and State Banks
are permitted to join if they meet the necessary
requirements. While these may cause State Banks
to hesitate in joining the system, the increased
prestige and added facilities which result would
seem to make it a distinct advantage to State
Banks to become members of the system.

Foundations
HE other afternoon I stopped to watch some
workmen who were excavating for a new
skyscraper. Deep into the bed-rock, which
is the foundation of Manhattan Island, they were
drilling. Although, in a general way, I had long
been familiar with the geological formation of the
island, I had frequently wondered that it was pos
sible to erect so many towering buildings. After
looking carefully at the solid bed-rock in which the
foundation was being laid, I no longer wondered.
On this lasting foundation the building could be
erected high. It could stand solidly against the
buffets of wind and storm.
Successful business and professional careers are
built in much the same way, on a solid foundation
of character and honest goods, or character and
honest services sincerely rendered. The career
which is built upon a rock foundation will not be
destroyed by every adverse wind that beats upon
it. It will stand and endure.

T
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Depreciation Reserves
READER of The Pace Student recently
asked some questions concerning a reserve
for depreciation. In substance, his inquiry
was as follows:
“Please advise me whether a depreciation
reserve is not the same in principle as any un
liquidated expense liability. For example, a firm
incurs an unpaid expense for rent. At the end
of the fiscal year the amount is charged against
gross income, and, if the rent is unpaid, a liability
is set up to reserve among the assets an amount
sufficient to meet the item when it falls due.
Similarly a building depreciates during the year.
At the end of the fiscal year, this amount is charged
against gross income and a liability (i.e., reserve
account) is set up to reserve among the assets an
equivalent amount.
“The difference, to my mind, lies in the fact
that the rent liability becomes due to be paid at
an early date, and the assets reserved to take care
of it are then disbursed; whereas, as long as the
building does not require major repairs, there is no
immediate and specific outflow of the asset values
reserved against it, and accordingly they accumu
late from year to year but always with the specific
liability (represented by depreciation of the
structure) marked up against them. In other
words, at the end of twenty years the building is
extinguished. Its asset value is zero. But other
assets, which were reserved from year to year
from gross income and withheld from distribution
by maintaining the liability (reserve) account
against them, are there; the company has sufficient
asset value in some form to offset the loss of the
building. It can convert this value into another
building or not, as it may see fit.
“For a long time I saw only two elements in it—
i.e., the building and its gradual extinction as
represented by the cumulative reserve against it.
I have never engaged actively in either bookkeep
ing or other accounting work, and it was only
recently that I began to visualize a third element,
viz., compensation to the corporation or business
itself for the use of its own building, this compen
sation of course measuring the exact amount of
depreciation and being retained among the assets
so that the original investment continues unim
paired by the extinction of the physical property.
I view this in the same light as the depreciation of
an ore, oil, or timber property—as the original
asset is extinguished, the company pays itself,
just as it would an outsider, an amount to offset
the dissipation of the values consumed. It buys
from itself instead of some one else, and thus
accumulates a sufficient amount to maintain the
investment at its original level. Otherwise, this
amount might be withdrawn as profits, and, at the

A

close of operations, there would be nothing left
to represent the outstanding stock.” The expla
nation was substantially as follows:
In order to answer this question satisfactorily,
we must define a liability. A liability is a definite
obligation to transfer, immediately or at some
future date, to another person or organization, an
amount of asset value. Thus, you mention the
fact that a firm incurs an expense for rent. At
the end of the fiscal year the amount is charged
against profit and loss, and, if unpaid, the liability
is set up. This liability will have to be paid to the
creditor. The amount does not “reserve among
the assets an amount sufficient to meet the (lia
bility) item when it falls due.” It merely shows
that offsetting the assets is a certain obligation
to transfer value.
With respect to depreciation reserve, there is
no definite obligation to transfer, immediately or
at some future time, to anybody, any value. You
mention a building. A building may have cost
$100,000.00. It may be estimated that the
building will last 50 years. Depreciation may
therefore be considered as 2 per cent. per annum.
The building may have been in use 10 years, and
20 per cent. or $20,000.00 may have been entered
in the Reserve Account. At this date there is no
obligation to anybody for the $20,000.00. At the
end of 50 years the building would be depreciated
100 per cent. or $100,000.00, and there would be
$100,000.00 in the Reserve for Depreciation
Account. Even at the end of the 50 years, there
is no obligation to turn any money over to anybody
in connection with the old building.
The Reserve for Depreciation is merely a credit
which should be made to the Building Account for
the value of the building which has been consumed
—in other words, it is a credit to an asset account.
For bookkeeping and other reasons, we make the
credit, not to the asset account itself, but to an
intermediate account which we conveniently call
Reserve for Depreciation. The title of this
account could just as well be Credit to Building
Account for Depreciation. At the time the build
ing is retired, the amount credited to this inter
mediate account is transferred to the Building
Account, where theoretically, at least, it should
have been placed in the first instance.
Your question and comments indicate that you
thoroughly understand the economic reason for
setting up depreciation. The effect is that the
procedure will prevent failure to give consideration
in the Profit and Loss Account to a diminution in
asset value which has actually occurred. How
ever, we again caution you that the depreciation
reserve is not a liability because it does not fall
within the definition of a liability.
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Biographical Sketches of Pace
Students Who Have Made Good
Hugh J. Ferry, Assistant Treasurer of the Packard
Motor Car Company, Detroit, Michigan
INE years from the time he was began his career with the Packard
working as a clerk in the cost Company.
department of the Packard
Motor Car Company, Hugh J. Ferry,
former Pace student in Detroit, became
assistant treasurer of that great organi
zation. It is also interesting to note
that this was only three years after he
began his study of the Pace Course.
How frequently the young man just
getting under way in business asks
himself, “Shall I stay with this company,
or am I going to find a better job some
where else?” Let him take a leaf from
the experience of Mr. Ferry. If he ever
asked himself this question, he must
have answered it somewhat in this
wise, “No, I’m going to stay. This is a
big, live organization. There is bound
to be an opportunity for me. I’m
going to work and study and get ready.”
His success shows how well he reasoned.
Mr. Ferry was with the Packard Com
pany when he began his study of the
Pace Course—he is with them to-day
as assistant treasurer.
Hugh J. Ferry attended high school
in Detroit. He did not take the
HUGH J. FERRY
commercial course, but, instead, took
what was known as the classical course.
Latin and Greek are by no means
unknown languages to Mr. Ferry. He
Always keen to observe and draw
studied them diligently in his high conclusions, Mr. Ferry was quick to
school days. After some general busi realize, after working at several different
ness experience, following his graduation positions in the accounting department,
from high school, he entered the employ that, unless he secured some specific
of the Packard Motor Car Company in training in the basic principles under
1910, as a clerk in the cost department lying the work done in his department,
and as assistant to the paymaster. he would probably not be able to make
Prior to this time, he had no training the material progress his ambition urged.
or experience in accounting work. He To use his own words, “After working
was twenty-six years of age, married, about two years at the jobs in the
and the father of one child when he accounting department which did not

N

LOUIS M. MINTZ, Class C3410, Pace
Institute, New York, has accepted,
through the Pace Agency for Placements,
Inc., a position as assistant bookkeeper
with Bachrack Brothers, Inc., 663
Broadway, New York City.

HENRY SILVERMAN, Pace InstituteNew York, recently accepted, through
the Pace Agency for Placements, Inc.,
a position in the accounting department
of Famous Players Lasky Corporation,
331 West 44th Street, New York City.
ASHER MARCUS, Class B3316, Pace
Institute, New York, is now a book
keeper with J. H. Meyers Brothers Inc.,
220—25th Street, Brooklyn, New York.
Mr. Marcus secured this position
through the Pace Agency for Place
ments, Inc.

PATSY RUSSO, Class A3119, Pace
Institute, New York, has accepted,
through the Pace Agency for Place
ments, Inc., a position in the accounting
department of The Wireless Press, 326
Broadway, New York City.

IRVING H. WENTWORTH, who was
graduated from Pace Institute, Exten
sion Division, in February, 1923, recent
ly resigned his position as accountant
for the Moctezuma Copper Co., and the
Phelps-Dodge Corporation, at Pilares
de Nacozari, Sonora, Mexico. Mr.
Wentworth plans to open an office at
Phoenix, Arizona, for the professional
practice of Accountancy.
SAMUEL C. HYER, C.P.A., announces
the removal of his office to 150 Nassau
Street, New York City. Mr. Hyer
specializes in income and inheritance
tax matters. He was formerly Internal
Revenue Agent in the Income Tax
Unit, San Francisco Division. He is a
graduate of Pace Institute, New York.
MILFORD A. VIESER, Class E3603,
Pace Institute, New York has accepted,
through the Pace Agency for Place
ments, Inc., a position as assistant
auditor with the executive office of the
Y. W. C. A., 129 East 52nd Street, New
York City.
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require any specific accounting knowl
edge, I decided that I was a misfit unless
I mastered the fundamental theory of
accounting.” After making some in
quiries as to the proper courses of study
to pursue, Mr. Ferry enrolled in the
Pace Course in Accountancy and
Business Administration in evening
classes which were conducted in Detroit,
and began his study of Semester A.
This was in 1916.
He says; “I had not studied the Pace
Course six months before I was pro
moted to paymaster and assigned to
work in our accounting department
which had not been entrusted to me
before. Before I had finished the
Course, I was promoted, first to assist
ant cashier, then to cashier, and in 1919,
or within three years after studying the
Pace course, I was made assistant treas
urer of the Packard Motor Car Com
pany. I am sure that I would not
have had the confidence in my ability
to handle the class of work which has
been entrusted to me, if I had not had
the training in the Pace Course.
“My desire is to bring home the fact
that the Pace Course is so closely
associated with modern business methods
that a student cannot go wrong in
selecting it as a preparation for executive
work—work where a broad knowledge of
business administration is required.”
And so to-day, we find Mr. Ferry
assistant treasurer of one of the largest
and best known automobile companies
in the world—a man who can look
forward with confidence and assurance
to what lies ahead for him in business.
Busy as he is, Mr. Ferry finds time to
maintain an interest in activities outside
his own office. “Single-sixes” and
“Single-eights” do not claim every
waking moment. He is particularly
fond of hand-ball, and plays regularly
at the Detroit Yacht Club, Belle Isle,
Detroit, Michigan. He is always ready
to talk with young men who come to
him for vocational advice, and any who
do will find him a fine man to know.

HENRY MENDES, C.P.A., a partner
in the firm of Touche, Niven & Co.,
accountants, New York City, addressed
the Day-school Assembly of Pace
Institute, New York, on Monday,
October 8th. Mr. Mendes spoke of
some of the problems that come to the
young accountant just beginning prac
tice, and he emphasized certain things
which the young student, who aspires
to professional practice, must keep
constantly before him. The talk was
followed with much interest by all the
students, who appreciated the oppor
tunity to hear from an accountant with
such a breadth of experience. Mr.
Mendes was graduated in 1910 from the
Pace Courses in New York City, and
for many years was a lecturer on the
staff of the Pace organization in St.
Louis.

There is always a niche in business
for the man who masters his job;
but, unless he masters something
more, in that same niche is just
where he will stay.

Page 8

Pace Student

December

The Pace Student
A monthly Magazine of service, interpreting the
purpose, spirit, and needs of Modern Business
Subscription $1.50 a year, Payable in Advance

PACE & PACE, Publishers
30 Church Street
New York City
Copyright, 1923, by Pace & Pace

Don’t Throw the Card in the Waste
basket
S ME time ago I called upon an executive
O
of a large corporation. We discussed in
some detail the matter which I was presenting
for his consideration. When we had finished,
he dismissed me pleasantly and told me that he
would keep my card on file and let me know a little
later whether he would be interested in the service
which I was presenting.
I felt that the interview had been rather satis
factory, both from his point of view and from my
own. But as I was leaving his office I noticed
that he tossed my card into the waste-basket
before he turned back to his desk. Any visions
that I may have had about the successful outcome
of that interview went glimmering. My selfconfidence was shaken. I found it hard to realize
that I had impressed that executive so little that
he didn’t even bother to wait until I left his office
to file my card in the waste-basket. I thought
that he might at least have waited till I left the
office.
“Do as you would be done by” may be an old
adage, but its truth is ever new. No man can
afford to weaken the self-esteem of one of his
fellows. Neither is it wise for a man, no matter
how exalted a position he may occupy, to say
pleasant words while by acts he flaunts his in
sincerity. Better by far to tell a man point-blank
that you can’t use his wares and dismiss him
pleasantly, than to tell him that you will put his
card on file and get in touch with him later, and
then gently lay his card to rest in the waste-basket.

that another accountant has been serving on the
Financial Commission which reorganized the
banking system in the Republic of Colombia.
Another, a Pace student, recently returned from
service in the American relief work in Russia.
Nations, some of them, at least, are coming to
realize that matters of finance and organization
are frequently best settled by expert professional
men whose lives have been devoted to untangling
the kinks of Business. From this unbiased
technical advice they are bound to reap much
profit. And as more nations come to this same
point of view, we may properly expect that more
and more calls will be made upon American
accountants, men who have aided so materially
in developing modern ideas of management and
control.
The young man looking forward to a professional
career in Accountancy has, for some time, seen an
opportunity to travel extensively throughout his
own country; to study modern industrial organi
zation under widely varying conditions; to in
vestigate, it may be, an iron mine in northern
Michigan, a cotton plantation in Alabama, or a
fruit ranch in California. In the years just ahead,
it may well be true that he can enlarge this vision;
that he can see his opportunities as not restricted
even to the confines of the United States, but as
extending to the far reaches of the earth, wherever
there will be need of the technical service that he
has prepared himself to render.

No Eight-hour Schedule Here

N one has ever reached the topmost rung of
O
the ladder of success in any business or
profession by adhering to a regular work
schedule of seven or eight hours a day. The
successful captain of industry, the man who
achieves outstanding success in Accountancy,
Law, Medicine, or Engineering, has never been an
eight-hour man. Long hours have been his
portion, and consistent work application, before
which many a clerk beginning his business career
would stand aghast. We have no quarrel with
the eight-hour day as a basis for wage payment.
We merely wish to point out the fact that out of
eight-hour days can come only eight-hour rewards.
Not all who work long hours achieve the heights.
But it is safe to say that no one ever did achieve
Accountants Work Far Afield
them who was not willing to go through years of
NDER tropic skies and amid northern application to the job—years of application in
U
snows, thousands of miles, frequently, from which the seven or eight-hour day had no place.
his home office, the American accountant Hard work and long hours have had more to do
is carrying to other nations new ideas of organiza with most successes than brilliance or “pull”—
tion and management. His reputation as a hard work coupled with the right sort of training
technician, as an analyst and organizer, has called for the task in hand.
This is the way the game is played. Many do
him far afield.
Government, as well as Business, has requisi not care for it. They prefer to achieve the
tioned his services. A few months ago, we read modicum of success that comes from ordinary
in the papers that one of the well-known account effort consistently applied. But those who feel that
ants of the United States had just returned from nothing must balk them in their journey towards
Poland, where, at the request of the Polish govern the top might as well realize now that the greatest
ment, he had spent several months making a rewards will never be theirs unless they are willing
thorough investigation of the business and eco to go on a work schedule that knows no eightnomic conditions of that country. Now we learn hour limit.

1923

Pace Student

Page 9

Learn to Say “No!"
HE United States Fidelity and
Your wife meets the wives of your
Guaranty Company, of Baltimore, acquaintances. You hear how such and
Maryland, has been distributing a such a fashionable tailor makes their
folder entitled “I couldn’t say ‘Nogowns
’ to
at fashionable prices. She is
social ambition and I fell.” The folder invited, perhaps, to luncheons at the
contains a message that many men and Country Club, and perhaps the hostess
women can well afford to take to heart. is kind enough to send around her
With the permission of the United States limousine to pick your wife up. How
Fidelity and Guaranty Company, we you long for the ability to tell your wife
reproduce the folder.
to go ahead and give a party in return,
without bothering about the expense!

T

Learn to Say “No!”

The most important word in the
English language is “No.” I could
never learn to say “No!” The bars
that confine me in this jail remind me of
the price I have paid, sitting amid the
ruins of what I MEANT to be.
I stand on the threshold of three score
years. I want to give a message to the
boys of 21. Don’t let the dollar sign
“I Couldn’t Say ‘No’”
take the place of character. Character
When I was a young man, I posted
and faith will buy more happiness than
“Keeping Up” Cancer
this epigram in my pocketbook: ‘‘Always
all the world’s wealth. Many a man
pay as you go, but if you can’t pay,
Keeping up with the Joneses—that is goes down because he cares what people
don’t go.” I underscored the “don’t the cancer that is destroying the souls think. Go straight and it won’t matter
go” heavily two or three times. I and reputations of men. The Joneses what people think or do.
think there is a world of
Do good because it is
wisdom in what I wrote
right, not for a reward.
back in the days when I
Virtue is its own reward,
had my future before me.
a truth which we overlook
The trouble is, I didn’t
because we hear it so
CHRISTMAS TIME draws close
live up to it. I feel I
often. Wrong, on the
have a right to give this
other hand, brings its own
—
Christmas
time
with
its
fragrant
admonition, because my
punishment. Don’t de
incense of good-fellowship, good
advice is NOT cheap. It
ceive yourself that a hid
cost me my honor, and a
den wrong can result in a
will,
and
good-cheer.
Halted
—
at
good reputation, to come
clear conscience or that
least for a fugitive moment—will
to the point where I feel
the wrong can not affect
I have a right to speak as
your life because the
be achievements, purposes, and
I do.
world does not know
thoughts that are ignoble or selfish.
I fell. I fell because I
about it.
was afflicted with the
It would serve us all
The
universal
heart
will
be
un

disease common to most
better if we thought more
locked, and once more the spirit
of my fellow men—the
about God than about
desire to keep up with the
Jones’s Packard. Don’t
of
disinterested
self-giving
will
be
crowd. I think if you
frown on churches and the
abroad in the land, illumining all
will examine the matter
Salvation Army. Support
thoroughly, you will agree
them rather than dance
things human and making them in
with me that that is the
halls, and see how quickly
part Divine.—Horatio N. Drury,
curse of our age, the one
the community will be
thing which more than
made better and happier.
1916.
anything is ruining the
Don’t go through life in
character of our men and
thoughtless seeking after
women, the acid which is
pleasure, but get serious
corroding our national
once in a while, and spend
life.
some time in thinking,
may have established their stake by right living, and in doing something
plugging along in the beginning, EARN worth while.
Sproutings of Envy
ING their right to spend.
Don’t be satisfied to be anything short
It takes tremendous will power to do of a REAL man. It does not matter
You start with a Ford automobile and
then your neighbor blossoms out with a that. When it is too late you find that that you are not understood; the
Buick or a Packard. Life seems pretty you can’t save and make a splurge at important thing is to understand your
cheap until you can match his Buick the same time. You can’t have hot self.
with another Buick. Or you have a house flowers, individual chauffeurs and
modest bungalow on a street where valets, unless you start out with the HOWARD A. DODD, a former student
workingmen live, or a flat. Your friend garden variety of blooms, drive your at Pace Institute, New York, spoke on
lives in a house which the agent shows own car, and dress yourself until your “Accountancy in Business” before the
weekly Assembly of the Day-school
“by appointment only,” and in a bank account justifies the frills.
The envy of your neighbors because Division of Pace Institute, New York,
neighborhood where evening dress is
prescribed by an unwritten law. You you have a mansion, limousines and a on Monday, October 22nd. Mr. Dodd,
can not rest until you have a place whole tribe of servants, and because a from his wide experience, brought out
there, and are a willing subject to that millionaire feels he may “safely” invite the different divisions of the work of
law. The word “exclusive” strikes a you to his home and meet his friends the accountant in private practice, the
can not ever compensate for the loss importance to the young accountant of
responsive chord in any selfish heart.
How did your friends get in the posi of your self-respect, an uneasy con knowing costs, and of being familiar
tion where they could afford to live in science, and a slipping soul. That is with constructive accounting, and
such a community and be listed in the the message I want to give. Don’t Federal and state taxation. Mr. Dodd
Social Register? You hear that some think these thoughts I have expressed also outlined for his hearers a plan
of them struck it rich by close bargain compose a preachment. They are only of reading for their time outside
ing. Money begets money. The thing a message to floundering humanity from school, which, he said, would aid them
is to have some money to begin with. one who has fallen short of an ideal. I greatly when they began their business
careers.
hope to go STRONG to the finish.
Here is where temptation steps in.
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The Question and Answer Department
This Department does not publish answers to all questions received, but only to those which are
deemed to be of general interest to readers of The Pace Student. A communication, in order to re
ceive attention, must contain the name and address of the person asking the question.

SHOE manufacturing corporation retained
A to make monthly audits of their records.
The authorized capital stock of the cor
poration was $30,000.00. $14,000.00 was issued
and fully paid. May 1, A’s report indicated that
a surplus of $8,000.00 existed. The directors then
declared a stock dividend of $16,000.00 to the stock
holders of record. A sets up an entry for $8,000.00
charging Surplus and crediting Capital Stock,
justifying himself on the ground that the $16,000.00
dividend would create an $8,000.00 deficit.
I have been called in by a controlling stockholder
to investigate the records and, upon seeing the
capitalization matter, immediately I protested, on
the grounds that, whatever illegal consequence
occurs, the entries must indicate the acts of the
directors or they are faulty. I suggested that
either A’s report should advise the obtainment of
counsel or point out to the directors the irregular
ity and have them amend the minutes accordingly.
As this is a close corporation, A recommended
that the stockholders each turn in promissory
notes in proportion to their holdings, so that it
would eliminate the deficit.
I objected to this procedure, as it was not the
intention of the directors to create a liability which
they would have to meet in case of bankruptcy,
and that the issuance of Capital Stock to create a
deficit was done in ignorance of the additional
liability thereby created. I suggested that they
amend their minutes and return back to the treas
ury an amount of Capital Stock equal to the deficit
and proportional to their respective holdings.
Are A’s intentions correct?

A

Answer:

The declaration of a $16,000 dividend out of
an $8,000 surplus would be illegal, as this would
impair the capital stock to the amount of $8,000.
More than that, it would not be proper for the
directors to declare a dividend out of unissued
stock. A method of adding this surplus of
$8,000 to the capital would be to declare a cash
dividend of $8,000 with the condition attached
that the stockholders should use the dividend for
the purchase of unissued stock to the amount of
the dividend declared by the directors. Stock
holders may not give promissory notes for stock
under any conditions (at least under the New York
laws), as stock must be paid for either in cash
(actual cash), property, or services rendered, and
for this purpose promissory notes are not regarded
as cash or property under the statute.
AM opening a set of double-entry books for
a New York concern which has an authorized
capital stock of $150,000.00, $75,000.00 in
common stock and $75,000.00 in preferred.

I

Of the preferred stock there is outstanding
$25,000.00, this amount being paid for by cash
(par value of $100.00 per share). $60,000.00 of
common stock (par value $100.00 per share) was
given as a bonus with the preferred. Will you
explain to me how to treat this in the opening
entry; also how to treat the balance of the unissued
stock?
Answer:

In New York State a corporation may issue
capital stock for cash, for property, or for services.
At first glance it would appear that it will be
impossible to issue as a bonus the common stock
which you mention. However, the following
procedure is often employed: The directors vote
that a certain amount of common stock shall be
issued to a certain person for services performed
or for some intangible value which it is assumed
that person has turned in to the corporation—
most commonly, good will. The person to whom
the stock is issued then contributes it back to
the corporation and the corporation holds it as
treasury stock. The records of the corporation
would thus indicate that the stock originally
was issued for a consideration. The New York
law (which is similar to the law of many other
states) prescribes that the judgment of the directors
shall be final in the absence of fraud. This
method, unless the stock is issued for genuine
value, is a subterfuge and therefore undesirable.
Since the corporation had already received, in
the eyes of the law, consideration for the stock,
the corporation may subsequently dispose of the
stock in any manner it pleases (selling at any
price it may choose or even giving it away). In
the case which you have brought to our attention,
the stock would be given away.

The entries would be as follows:
GOOD WILL (OR OTHER
STATED CONSIDERATION) $60,000.00
To COMMON STOCK..........
For issuance of common stock in
consideration of good will (or
services or other consideration as
may be stated by the directors)
per resolution of Board of Direc
tors, ..................................... , 19 . .,
Minute Book Page....

TREASURY COMMON STOCK.
TO STOCK DONATION.. .
For receipt of common stock as
donation.

60,000.00

ASSETS..............................................
TO PREFERRED STOCK .
For issuance of preferred stock for
consideration.

25,000.00

$60,000.00

60,000.00

25,000.00
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BONUS ON PREFERRED
STOCK............................................
TO TREASURY COMMON
STOCK...................................
For issuance of common stock as
bonus on preferred stock.

STOCK DONATION.....................
To BONUS ON PRE
FERRED STOCK..............
For writing off latter against former.

60,000.00

60,000.00

60,000.00
60,000.00

The Trial Balance of the corporation would then
be as follows:
Dr.
Assets (Received for Preferred
Stock)............................................... $25,000.00
Good Will (or Services or other
consideration for issue of Com
mon Stock).....................................
60,000.00
Common Stock..........................................................
Preferred Stock.........................................................
$85,000.00

Cr.

$.................
...................
60,000.00
25,000.00

$85,000.00
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of drawing off a schedule of the balances of the
Accounts Payable Ledger for purposes of checking
against the Accounts Payable Control Account,
a schedule is prepared of unpaid vouchers in the
file, and the total of this schedule is reconciled
with the balance of the Vouchers Payable Control
Account. In some instances the schedule of
unpaid vouchers is prepared from the Voucher
Register, a list being made of those items which
have not been checked off in the Voucher Register
as having been paid.
We believe it to be preferable to prepare the
schedule of unpaid vouchers direct from the
vouchers themselves rather than from the un
checked items in the Voucher Register.

HAT is the proper method of handling
payments on account?

W
Answer:

HAT is the correct method to use in
changing from the accounts payable
system to the voucher system?

W
Answer:

One method would be to allow the accounts
payable to work out gradually—that is, to run the
creditors ledger in the usual manner, but to make
no more entries in it for purchases. All purchases
subsequent to the date on which you wish to
start the voucher system should be entered on
vouchers and credit should be made to a new
control account controlling the vouchers, such as
Vouchers Payable Control Account.
A second method would be to write off the
accounts payable immediately by making out a
voucher for each open balance, the charge on the
voucher being to Accounts Payable Control
Account. The vouchers would be entered in the
voucher register, and the effect of such entry
would be a charge to Accounts Payable Control
Account and a credit to Vouchers Payable Control
Account. When the items are paid, the entries
in the Cash Book would be a charge to Vouchers
Payable Control Account and a credit to Cash
Account.
A third method similar to the second method
would be to pass a Journal entry transferring the
items from Accounts Payable Control Account to
Vouchers Payable Control Account instead of
making entry for the items in the voucher register.
We prefer the second method—that is to make
out a voucher for each open balance and to enter
it in the voucher register.

HAT is the method of taking off a trial
balance from a voucher system?

W
Answer:

The General Ledger trial balance would be
taken in the same manner as if an Accounts
Payable Ledger were in use. Instead, however,

One method is to enter a partial payment in a
memorandum on the voucher. The voucher is
then carried in the unpaid vouchers file until
paid in full. When preparing lists of unpaid
vouchers, etc., only the unpaid balance is listed.
A second method is to set up in ledger accounts
on the General Ledger such items as will require
payments on account, instead of carrying the
items on vouchers. When partial payments are
made they are charged against the ledger accounts
indicated rather than against vouchers.
If partial payments are comparatively few, we
believe the method first indicated to be preferable.
HAT is the proper method of recording
an overpayment to a creditor?

W
Answer:

When it is found that an overpayment has
been made, the item may be posted in memor
andum form to the voucher and the voucher may
be carried in the unpaid vouchers file, as in the
instance of an unpaid balance on a voucher against
which partial payments had been made. The
voucher should be earmarked in some manner to
indicate that it is a debit balance.
A second method would be to make out a debit
memorandum, cross indexing the debit memo
randum against the voucher on which the over
payment was made, removing the original voucher
to the paid vouchers file, and carrying in the
unpaid vouchers file the debit memorandum
representing the amount overpaid. This method
is substantially the same as the first method above
described.

S it better to file the vouchers alphabetically
or numerically?

I

Answer:

We prefer to have the vouchers filed numerically.
They are entered in the Voucher Register in
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numerical sequence, and it is usually much easier
to find a voucher in a file if it is in numerical order.
The chief disadvantage is that if a voucher is
wanted and its number is not known, reference
must be made to the Voucher Register. Under
such circumstances, when vouchers are not filed
alphabetically, the Voucher Register has to be
scanned until the particular voucher is located
and its number determined. Such an occurrence,
however, is fairly infrequent, and, when compared
with the ease of reference under ordinary conditions
attaching to numerical filing, we have found that
numerical filing is to be preferred.

December

LEASE outline for me the entries to be
passed when a corporation declares a 2%
cash dividend.

P

Answer:

The entry upon the declaration of a cash divi
dend is a debit to Surplus Account, to Undivided
Profits Account, to Profit and Loss Account, or to
any other account with a credit balance recording
the element of surplus and a credit to a Dividends
Payable Account. Upon payment, Dividends
Payable Account is charged, and Cash Account is
credited.

Entering Accountancy Practice at Middle Age
AKING a vocational change in the early
years of one’s career may not be a par
ticularly serious matter. After a man has
passed forty-five, however, the matter of making
a definite vocational change must be considered
carefully, else a rather serious situation may result,
and the work and experience of a lifetime may go
for naught.
Let us consider a case that is not by any means
uncommon—a man nearly fifty, who has been
engaged in the same line of work, in the employ
of the same corporation, for twenty-five years,
desires to make a change. Let us assume he
desires to become a certified public accountant.
What should be the considerations which will
govern this man who is anxious to establish
himself in Accountancy practice, and who desires
to secure his certificate as a C. P. A. (certified
public accountant) ?
First of all, let us consider the matter of age.
Experience shows that it is not usually desirable
for one to attempt to make a radical change in
his vocation after he is thirty-five or forty years
of age. In the particular case that we have been
considering, the study of Accountancy, and the
practice of it, would not involve a radical change
because, for twenty-five years, this man has been
handling financial matters and has, presumably,
developed the habit of accuracy along with a
knowledge of certain practical phases of accounting
and office routine. He has also acquired some
knowledge of law.
It is within the observation of every one, that
business organizations hesitate to employ men who
are fairly mature in years. They much prefer,
as a general rule, to employ young men. A man
over forty-five would, therefore, be under some
handicap in Seeking an opportunity to use his
Accountancy knowledge on a salaried basis with
a business organization. This does not mean that
it is impossible for a man over forty-five to obtain
a salaried position, but it would probably be more
difficult for him to do so than it would be for a
man of thirty or thirty-five.

M

When a man of mature years, however, prepares
for Accountancy practice, he is likely to find that
his maturity, if it is accompanied by a good
personality and dignity, helps to establish con
fidence, and by virtue of these facts, he will be
better able to establish a practice than a younger
man. In short, clients are more likely to trust
to the judgment of a person who has reached
maturity, and who has experience, than to the
judgment of a young man who may be lacking in
these respects.
There have been a number of instances in which
men between forty and fifty years of age have
established public practices without great difficulty.
This does not mean that one can hope to establish
a lucrative practice without hard work and some
sacrifices, but it does mean that the task has been
accomplished successfully. Of course, no man
can hope to establish a successful practice at any
period of his life, unless he possesses the right
personality and other qualities necessary for pro
fessional work.
A good education is essential, and it is also
necessary that one meet the requirements of the
particular state in which he plans to take the
examination with respect to the matter of adequate
education and experience in accounting work. In
New York State, for example, one must have a
high-school education, or its equivalent, and must
have five years of accounting experience, two of
which must be with a certified public ac
countant.
Frequently, however, a man may possess all
these qualifications, but financial and family
affairs make the undertaking so difficult, and the
sacrifices so great, that it is doubtful whether
he should attempt to make the change to pro
fessional Accountancy practice.
In brief, the whole matter so far as it pertains
to the case that we have been discussing, and so
far as it pertains to any middle-aged man who
desires to enter Accountancy practice, is one that
must be considered individually, after taking into
careful consideration all the facts.
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The Civic Responsibility of the
Certified Public Accountant
EWIS E. PIERSON, chairman of port himself and his government at the
the board of directors of the Irving same time. No man who knows the
Bank-Columbia Trust Company, history of this country or the sound
common
sense of the American people
and president of the Merchants’ Associa

tion of New York City, in the course of can be a pessimist on the future of this
an address before the American Society Nation. On the other hand, no think
of Certified Public Accountants, some ing man can shut his eyes to the fact
time ago, emphasized the civic responsi that at the present moment the problem
bility of the certified public accountant. of financing governmental expenditures
We quote in part from Mr. Pierson’s is particularly grave, and that only the
address as it appeared in a recent issue most skillful management backed by
of “Greater New York,” the official intelligent public opinion can bring us
bulletin of the Merchants’ Association. through the next quarter century with
“In the ordinary sense there is no out serious inconvenience.
“It is in this connection that I would
difference between the civic responsi
bility of the Certified Public Account measure the civic responsibility of the
ant and that of any other good citizen. Certified Public Accountant. No other
But in the broader conception of civic class or profession has so intimate a
duty, there are many ways in which the knowledge of the principles underlying
knowledge and experience of the trained sound business and finance; no other
accountant are of intense importance to group of citizens so clearly perceives the
orderly government. Therein lies the effect upon industry of excessive taxa
civic responsibility of which I wish to tion, or better realizes that by handi
speak.
capping American industry through
“We are living in an age when the excessive taxation, American govern
problems of business and of government ment is reducing the ability of the tax
are growing more and more complex. payer to pay his taxes.
Today the administration of a city is
“To the Certified Public Accountant
more difficult than was the government the pages of a financial report, whether
of a nation a century ago.
of a corporation, a municipality or a
“The change from comparatively State, are comparatively easy reading,
simple methods in business and govern while to the average citizen they repre
ment, to highly complex methods, has sent an incomprehensible maze of statis
come upon the modem world with a rush. tics. In discharging his civic responsi
It has not been spread over two or three bilities, therefore, the Certified Public
centuries, or even over two or three Accountant has a wide sphere of public
generations. It is the product of usefulness. He can not only constitute
events which have occurred in the space himself an unofficial observer of the
progress of city, state and national
of a single lifetime.
“I am not one of those who believe finances, but he can interpret what he
that modern government is too expen observes to those of his fellow-citizens,
sive for the modern citizen to maintain, who have not had the advantage of
or that the time is coming when the technical training and experience in
citizen cannot produce enough to sup- financial matters.”
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ERNEST PEARSON, Class B3313,
Pace Institute, New York, recently
accepted, through the Pace Agency for
Placements, Inc., a position in the ac
counting department of The Peerless
Light Company, 539 Broadway, New
York City.

SIDNEY NEWMAN, Class B3313,
Pace Institute, New York, has accepted,
through the Pace Agency for Placements,
Inc., a position as assistant bookkeeper
with the Radio Stores Corporation, 218
West 34th Street, New York City.
J. G. LILLIE, formerly a student of the
Pace Courses at Cleveland, Ohio, is now
secretary of the Conneaut Metal Works
Company, Conneaut, Ohio.
SAN FRANCISCO INSTITUTE
OF ACCOUNTANCY
Conducting

PACE STANDARDIZED COURSES
announces the removal of its offices
and classrooms to
No. 38 Sansome Street, San Francisco, Cal.

HOWARD A. DODD, a former stu
dent at Pace Institute, New York, is
now cost accountant and office manager
for the Decorative Metal Manufacturing
Company, 196 Degraw Street, Brooklyn,
New York. Prior to occupying this
position, which Mr. Dodd accepted
through the Pace Agency for Placements,
Inc., he was assistant controller of the
American Hard Rubber Company, 11
Mercer Street, New York City.
STANLEY S. SEIP, Pace Institute,
New York, has accepted, through the
Pace Agency for Placements, Inc., a
position as bookkeeper with Liggett’s
Drug Stores, 41 East 42nd Street, New
York City.
STEWART A. STEEN, C.P.A., an
nounces his withdrawal from the part
nership of Robinson, Kinney, Kling, &
Steen, to become a member of the firm
of J. H. Wren & Company, with offices
at Norfolk, Virginia, Bluefield, West
Virginia, and Bristol, Tennessee. J. H.
Wren, C.P.A., senior partner in this firm
was graduated from the Pace Courses in
1914.
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THOMAS R. LILL, C.P.A., a graduate
of Pace Institute, Extension Division,
has been serving as a member of the
Finance Commission which has been
reorganizing the banking conditions in
the Republic of Colombia, S. A. Other
members of the Commission were Pro
fessor Edwin W. Kemmerer, professor of
economics at Princeton University;
Howard M. Jefferson, of the New York
Federal Reserve Bank; and F. R. Fair
child, of the economics department of
Yale University. It is said in Colombia
that the work of this Commission un
doubtedly averted a financial panic in
that country. The President of the
Republic of Colombia presented the
members of the Commission with gold
medals for their services. Mr. Lill’s
office in New York is at 25 Broad Street.
It is reported that he will spend several
months in Bogota, Colombia.
MISS ETHEL M. NODEN, a graduate
of Pace Institute, New York, has ac
cepted a position as bookkeeper with
the National Cloak & Suit Company,
207 West 24th Street, New York City.
Miss Noden secured this position
through the Pace Agency for Place
ments, Inc.

T. COLEMAN ANDREWS, C.P.A., a
former student in Pace Institute Ex
tension Division, was a recent visitor at
Pace Institute, New York. Mr. An
drews 'is now engaged in public practice,
with offices at 401 American Bank Build
ing, Richmond, Virginia.
WILLIAM J. CHRISTIAN, C.P.A., a
former student in the Day-school Divi
sion of Pace Institute, New York, an
nounces the opening of an office for the
practice of Accountancy and related
subjects at 2117-19 Jefferson County
Bank Building, Birmingham, Alabama,
under the firm name of William J.
Christian, Certified Public Accountant,
and Associates.
J. ARTHUR MARVIN, C.P.A., who
was formerly a student in the Ex
tension Division of Pace Institute, has
been admitted to partnership in the
firm of F. W. Lafrentz & Co., ac
countants. Mr. Marvin is in charge
of the Chicago office for his firm.

ABRAHAM FRANZBLAU, of the
Department of Education of the College
of the City of New York, was recently
appointed principal of the Hebrew Union
College School. This school opened on
November 5, and will be temporarily
located in Temple Emanu-El, Fifth
Avenue and 43rd Street, New York City.
The college is to be maintained for the
purpose of educating teachers in the
religious schools of the Reform Syna
gogues. Mr. Franzblau, for the past
two years, has been a student in the
Evening-school Division of Pace Insti
tute, New York.
ALBERT H. HAM, Pace Institute,
Boston, has accepted, through the Pace
Agency for Placements, Inc., a position
as accountant with the American Insti
tute of Mining & Metallurgical Engi
neers, 25 West 39th Street, New York
City.
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From Montana to New York
to Study Accountancy
By Allen Watson, Student in the Day-school Division,
Pace Institute, New York
Allen Watson, of Hardin, Mon
tana, came all the way to New York
City this past fall to study Account
ancy and Business Administration.
He came from his home town in
Montana* to Chicago with a cattle
train. He gives below an account of
his experiences on the trip from the
far West to New York City, which,
we feel certain, will be read with
great interest. [EDITOR]

cars to secure a pass both ways. We
rode in the way car or the one in which
the rear brakeman and the conductor
stayed.
A bench with cushions on

HEN I decided to leave my
home in the town of Hardin,
Montana, and come to New York
to study Accountancy at Pace Institute, I
felt that I should do whatever I could to
save money on the long trip. By com
ing with a shipment of cattle to Chicago
I figured out that I could save over fifty
dollars. The experience in traveling
with a stock train was one I had wanted
for the last few years; so I began laying
plans for the trip. I finally signed a
contract with the Henrich Cattle Com
pany. This is one of the large com
panies operating in the surrounding
country. They run over thirty thou
sand head of cattle on Indian reserva
tions. The beef stock are shipped in
the month of August and the first of
September. Two weeks before I left
ALLEN WATSON
they shipped a train load of four-yearold steers that brought $9.75 a hundred,
which topped the Chicago market for
the year.
it was on each side of the car. These
The train I came on loaded at Spear’s benches were quite comfortable to sleep
Siding on August 30th. With some on, and, as it rained the first night, it
friends, I motored on the morning of the was very easy to sleep. We pulled off
thirtieth to Spear’s Siding, which is our shoes, sleeping in our clothes with
about forty-two miles from Hardin.
a coat over us. I can’t remember when
Spear’s Siding is a place to load I slept more comfortably. At each
cattle. It is built near some water in a division a change of engine and way car
quiet place. The cattle are afraid was made. Sometimes we had to
where the surroundings are different change late at night or early in the
from the range, because there they morning. Generally, we would be
seldom see any one except on horseback. asleep, so the conductor would awaken
The yards or corrals are, for this reason, us a few minutes before the train arrived
built up as high as the top of a man’s at the next station. The train men were
head on horseback, in order to keep the unusually sociable with us; although
cattle from jumping out. At that some some seemed rather cranky or “hard
have been known to clear the top with boiled.” It was no easy matter to
ease. The corral has two large pens change way cars at night in the yards
where a hundred head or more can be of a division point, but with directions
kept at once. The corral has room for from the railroad men we had little
loading four carload lots, and runs in to difficulty. At times there was a rush
an alley which has gates that open for something to eat as the train would
across it. Each carload is run in to one stop only a few minutes to change
of the four pens and then in to the cars. crews at some of the divisions.
It usually takes about five hours to
At three o’clock, Friday, August 31st,
load one thousand head, and longer if we arrived at Alliance, Nebraska. All
you don’t work carefully.
stock trains must feed there, as it is the
After forty-three cars were loaded the only yard in the vicinity. After we
train was pulled into Wyola. All the pulled into Alliance it rained hard for
contracts were signed there. I signed a an hour, and the yards were wet and
contract for seven cars. This gave me uncomfortable for the cattle. Six trains
the right to accompany the stock and to were in there that same afternoon, and
return over the C. B. & Q. Railroad so we had to leave the same evening to
within thirty days.
make room for another train that was on
Mr. Short, Mr. Stevens, and I were the road. The yards had chutes enough
the only ones with this particular to unload all cars at once. The cattle
shipment. Each person must have two in each car are fed and watered in a pen

W

separately. The same carload is put
back into the same car, which is side
tracked while other trains are loaded or
unloaded.
Twenty-two cars of stock were added
to the forty-three, making a total of
sixty-five cars or around 1500 head of
stock. Lincoln, Nebraska, was the next
large yard—only a short run from
Alliance. The next jump to Chicago
was a long one. Creston, Iowa, divided
the distance. At this yard they could
take care of only fifty cars. The fortythree cars of the Henrich Cattle Com
pany were included in the shipment to
Creston, Iowa.
The country I passed through was
quite rough except for a strip through
Iowa. Corn was the major crop in
Iowa and Nebraska. Some of the
fields were good, while others through
Nebraska and South Dakota seemed
very poor. Around Crawford, Nebraska,
potatoes were grown in large acreages,
fifty to one hundred acres in one field.
When the weather was favorable I
rode on top of the cars viewing the
landscape at a speed of forty miles an
hour. When the train stopped, two of
us, one on each side, went along the
train getting up the cattle that were
down. Sticks were used to punch them
to make them get up. Unless the
shipper does this he will lose some
because they die in a short time if they
can’t get up.
Early Sunday morning, September
2nd, we arrived at Creston, Iowa. The
weather was pleasant, making it a good
day for the cattle to rest. They drank
a large quantity of water because they
drank very little in Alliance. Loading
began at seven in the evening and was
finished three hours later. We crossed
the Mississippi River early in the
morning near Plattsmouth, Nebraska.
I think the river is about a mile wide at
this particular place.
Several men were loading a few cars
of cattle at a little town in Iowa. The
train had to stop to get water and I fell
into conversation with some of the men.
They couldn’t see how so many cattle
could be owned by one company, or
how they were raised.
I will never forget what a conductor
said to me at the beginning of a new
division, when he found out that we
were from Montana, and that only
three of us were with the train. “I
thought so,” he said, “if the train was
from the surrounding country there
would be forty-three farmers with it.”
About five o’clock, Monday evening,
September 3rd, we drew into the out
skirts of Chicago. The yards are
twenty-five miles from the edge of the
city. It was nine-thirty before the train
pulled up the chutes to unload. This
delay was due to switching and waiting
for trains to pass us. We stayed at the
Stock Yard Inn Monday night. The
next evening I went to visit a friend
living in Chicago. Four days in Chicago
gave me an idea what the city was like,
and, as a result, many city things looked
familiar to me when I arrived at New
York.
I left Chicago at three P.M., Saturday,
September 9th, taking the Michigan
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Central to Buffalo. The train was
crowded with people. Riding in a way
car would have been preferable. It
rained all night and the following day
was cold and cloudy. I intended to
stop off at Niagara Falls a few hours
but the weather was unfavorable. At
Buffalo I changed to the New York
Central, coming down the Mohawk
Valley and the Hudson River Valley.
The country was beautiful, but the
farms and crops were different from
what I was used to seeing.
I reached the Grand Central Station,
New York, at six-thirty in the evening.
I took up my school work the following
Wednesday. I find the people agree
able, and feel that I shall learn to like
the city of New York. I intend to
take the complete Accountancy Course
at Pace Institute.

Day-school Students Visit
New York Stock Exchange
N October 8th, eighty students of
the Day-school Division of Pace
Institute, New York, made the
first field trip of the season to the
York Stock Exchange. These field
trips constitute a distinctive feature of
the work of the Day-school Division of
the Institute. After observing the trad
ing operations from the gallery of the
Exchange, the group was given an in
structive talk in the Board of Governors’
room of the Exchange, by Jason Westerfield, director of publicity. Mr. Westerfield outlined the various phases of
Stock Exchange operation and explained
many of the terms used on the floor of
the Exchange. A rising vote of thanks
was given Mr. Westerfield at the con
clusion of his lecture. The trip was
greatly enjoyed by all the students.

O

ALFRED F. UPSON, of the Law
faculty of Pace Institute, New York,
talked to the Day-school Assembly on
Monday, October 1st, on different
methods of developing the memory.
Mr. Upson emphasized particularly the
importance of a good memory to the
student, as well as to the business and
professional man. He illustrated his
talk with an interesting memory test.
His talk was closely followed.
HAROLD W. OSTERHOUT, head of
the auditing department of the National
City Bank of New York, and a member
of the Accounting faculty of Pace
Institute, New York, spoke at the
regular weekly Assembly of the Dayschool Division, on Monday, October
15th. Mr. Osterhout described bank
accounting. In the course of his talk,
he touched on the way in which a bank
is organized. He also discussed re
serves, loans and discounts, bonds,
general ledger, the foreign department
of a bank, and the personnel. Much
interest was shown in Mr. Osterhout’s
talk.
SAMUEL W. WEBSTER, C.P.A., an
nounces the establishment of offices for
the practice of Accountancy at 136
Liberty Street, New York City.
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Educational Work At
New York Stock Exchange
GREAT deal of interesting and 1918, only thirty employees were en
illuminating information concern rolled in evening schools. During the
ing the personnel and educational last year 219 of the Stock Exchange
work of the New York Stock Exchange
employees have taken up thirty-four
is contained in a booklet, recently different studies in fifty-four evening
published by the personnel department schools in New York City and the
of the Exchange, entitled “A Report of commuting zone.” An interesting an
the Personnel Department of the New alysis is made of the subjects studied by
York Stock Exchange.” Mr. Cameron employees of the Stock Exchange:
Beck is the Personnel Director of the 109 are studying Business English; 38,
Exchange, while the educational work, Finance; 35, Typewriting and Stenog
which is a part of the work of the raphy; 31, Economics; 29, Bookkeeping;
Personnel Department, is in direct 28, Commercial Law; 23, Accounting;
and 20 Spanish. There are many other
charge of Dr. Birl E. Shultz.
The personnel department not alone subjects also studied. The ones given
encourages employees of the New York above, however, are those chosen by
Stock Exchange to attend evening the majority of the employees.
school, but practically requires that all
The employees of the New York Stock
employees whose education is insufficient Exchange have many opportunities for
attend evening school. In fact, special advancement, not only in the employ of
consideration in regard to promotion is the Exchange itself, but also in the
given those employees who, after com
of the members of the Exchange.
pleting a regular four-year high-school offices
Their choice of subjects for overtime
course, continue their work by attending study shows the attitude of these young
evening classes in finance or other men, and of those who are advising them,
New
subjects pertaining to the work of Wall with reference to subjects which will
Street.
best fit them for advancement-—such
From year to year, an increasing subjects as English, Accounting, Book
number of high-school graduates enter keeping,
Finance, and Law.
the employ of the Exchange, but, in
spite of this fact, a greater number of
The subjects which these young men
employees are each year utilizing their have elected to study give them not
only specific training for a particular
overtime by attending evening school.
As an indication of the marked interest piece of work, but also assure them that
and increase in educational work, the broad grasp of those principles which
following quotation from the booklet underlie the structure of modern business
referred to above is given: “On July 1, organization.
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Should a Junior Accountant Know Stenography?
READER of The Pace Student
recently wrote to the Editor as
follows:
“In the August edition of The PACE
Student is published the address of
John Watt, given at the Pittsburgh
School of Accountancy.
“In the course of his speech Mr. Watt
mentioned the fact that the term
accountant has been very loosely used,
and, as an example, he referred to an
advertisement inserted ‘not so many
years ago’ in a small-town paper. The
enclosed clipping from this morning’s
New York Times proves that not only
the ordinary layman, but also some
C.P.A. in New York, has a rather hazy
idea of the work of an accountant;
otherwise he would not have inserted in
a metropolitan newspaper in the year of
our Lord, 1923, this advertisement in
the ‘Male Help Wanted’ column:

A

‘ACCOUNTANT, with some ex
perience, by C.P.A.; must know
stenography and typewriting.. . . ’
“Why expect the average layman or a
small-town company to know what the
duties of an accountant are when a man
in the profession impliedly informs the
public that they do not differ from those
of a stenographer or typist?”
Mr. Homer S. Pace’s reply is of such
general interest that we reproduce it
herewith:

“Your interesting letter of October
12th is at hand. I can well understand
your feeling with respect to the want
advertisement in The New York Times
in which a certified public accountant
advertises for an ‘Accountant, with
some experience; must know stenography
and typewriting.’
“I hardly think, however, that you
can conclude that ‘a man in the profes
sion impliedly informs the public that
they (duties of an accountant) do not
differ from those of a stenographer or
typist.’ Oftentimes, a certified public
accountant, in establishing his own
practice, needs an assistant who can do
junior work part of the time, and who
can also do duty in preparing reports.
Even though the accountant has two or
three members on his staff, it is often
desirable for him to employ a junior who
can assist in the report work. It will
interest you to know that the five
members of the firm of Pace & Pace,
three of whom are certified public
accountants of New York, and one a
certified public accountant of Ohio, and
one a member of the New York and
Ohio bars, are all experienced stenog
raphers, and any one of them, in a
pinch, could prepare an accounting
report in typewriting. The same could
be said of a number of the senior account
ants on the practice staff of the firm. Of
course, no one of these men actually does
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work of this character, but at some stage
of the vocational career of each one of
them, he did valiant duty upon the
typewriter.
“I hope you will not conclude from
this that I consider a knowledge of
shorthand and typewriting an essential
part of an accountant’s equipment. I
should not advise any young man to
acquire proficiency in this work merely
as an aid to Accountancy practice.
Nevertheless, such knowledge has been
of great value to hundreds of certified
public accountants as an incident to
their work, and many a young account
ant obtains opportunity for experience
by reason of his ability and willingness
to turn in when occasion requires and
do a share of the important and difficult
work of preparing reports in type
writing.”
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Boston Lectures
HE first Evening Program of WILLIAM HARRIS, a chartered
Special Lectures and Discussions accountant of London, England, and
was held in the lecture room of senior partner in the firm of William
Pace Institute, Boston, in Tremont
Harris & Company, chartered ac
Temple, on Monday evening, November countants, and Harris, Kerr & Cook,
19.
accountants, New York, died at Leeds,
Charles T. Bryan, C.P.A., a member England, on October 26th, 1923. Mr.
of the firm of Pace & Pace, discussed Harris was sixty-four years old.
“The Analysis of Financial Statements.”
His lecture was illustrated with state Mr. Harris was president of the Ritzments taken from practice.
Carlton hotels of New York and Atlantic
“Accounting Aspects of Corporate City, and was instrumental in the
Organization and Management” was organization of the Ritz-Carlton chain of
discussed by Francis J. Lally, manager hotels. He was also chairman of the
of Pace Institute, Boston. Much in Carlton, Ritz, and Hyde Park hotels of
terest was evinced in both lectures and London.
in the general discussion which followed.
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GEORGE M. LATTIMER, of the
faculty and executive staff of Pace
MRS. G. B. FISHER, a student of the Institute, New York, gave a talk on
Pace Courses at Rochester Business Insti “English for Accounting Purposes”
tute, Rochester, New York, has accepted before the weekly Day-school Assembly
a position as bookkeeper with the Laura of Pace Institute, New York, on Mon
Spelman Hall, a branch of the Young day, October 29th. Mr. Lattimer read
Women’s Christian Association, 607 several interesting passages from an old
Hudson Street, New York City. Mrs. book on accounting, written one hundred
Fisher accepted her new position through and sixty years ago—examples of English
style particularly appropriate in writing
the Pace Agency for Placements, Inc.
dealing with accounting matters. Mr.
A high rate of interest and no Lattimer also discussed accounting
risk—the best investment—educa definitions and accuracy in the use of
tion.
words.

New Binders for Pace Texts
New binders for the text lectures in Accounting and Law may now be pur
chased at the cashier’s office, 30 Church Street, New York. The binders
have black, flexible covers, and may be used for texts, quizzes, and solutions.
Each binder will hold approximately thirty text lectures. Students will
find them a great convenience. The list price is $2.50.

Students of the Pace Courses in schools outside New York City will be
able to purchase these binders from the business offices of their respective
schools.

Students may have their text lectures punched for use in these new binders

by sending or bringing them to the New York Office.

Pace & Pace
30 Church Street

New York

Pace Institute Holds
Song Week
NDER the leadership of J. C.
Myer, of the executive staff of
Pace Institute, New York, the
Institute held a “Song Week” during
the first week in October. It is the
belief of the officials of the Institute
that community singing, such as that
indulged in by many of the leading
organizations of business and profes
sional men, is of great value to students,
not simply in giving them a bit of
relaxation from their technical school
work, but in engendering within them
something of a community spirit so
likely to be lost in the rush of busy
metropolitan life.
Song Week proved to be a great
success. A special song program was
rendered in the Day-school Assembly on
Monday of that week, while in the
evening, favorite songs, both old and
new, were sung by the Evening-school
students in the assembly-room, under
the leadership of Mr. Myer.
The following students at Pace
Institute ably assisted Mr. Myer by
their work at the piano: Theodore
Gommi, Charles H. Poit, and W.
Howard Clark.
It is planned to designate one week in
each month as special Song Week at the
Institute.
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HOMER H. BRELAND, attorney at
law, formerly a member of the Law
faculty of Pace Institute, New York, is
now associated with Hart and Senior,
attorneys, Mayro Building, Utica, New
York.
AUGUST C. SCHULZ, a graduate of
the Extension Division of Pace Institute,
New York, has accepted, through the
Pace Agency for Placements, Inc., a
position in the accounting department
of the Long Island Plumbing & Steam
Supply Company, Freeport, Long Island.

EDWIN T. VANE, Pace Institute,
New York, has accepted a position in the
accounting department of Liggett’s
Drug Stores, 41 East 42nd Street, New
York City. Mr. Vane accepted this
position through the Pace Agency for
Placements, Inc.

